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As of Mar. 31, 2012 Quarter to Date Year to Date  Since Inception - 
annualized 

Performance of Fulcra Focused 
Yield Fund – class B (net of fees) 

2.26% 2.26% 11.27% 

 

Fulcra Focused Yield Fund - Q1 2012 commentary 

 

The S&P 500 had its best quarterly start to a year since 1998.  In the first quarter of 1998 the S&P 500 rose 

above the 1,000 point index level for the first time.  Despite the strong start to 2012, no obvious records were 

set by the equity camp.  The same can’t be said for the corporate bond market. 

In the first quarter of 2012, investment grade corporate bonds reached their all time lowest yield.  Specifically, 

on March 2nd, the yield on the $3.7 trillion Bank of America/Merrill Lynch US Corporate Master Index hit 3.9 

percent!  The average maturity of bonds in this index is 10 years.   

Not surprisingly, corporations of all ratings stripes used this as an opportunity to issue bonds and lock in interest 

rates the world has never seen.  We are sure CFOs and their advisors, because of their impeccable timing, will 

receive well deserved bonuses.  The same can’t necessarily be said for those whose retirement income maybe 

dependent on these low yielding fliers. 

The table below highlights a smattering of higher quality non-investment grade new issues that were brought to 

market recently.  All the bonds have 5 ‘handle’ coupons along with 10 year maturities.  Despite all those CFO 

pleasing qualities, investors haven’t fared so well.  The far right column highlights the price drops of each of  

these new issues.   

 

Company Rating Coupon / Maturity Issue Date Price Decline 

Bombardier BB + 5.75% / 2022 March 8th, 2012 - 4 

Lyondell Basell BB + 5.75% / 2024 April 9th, 2012 - 1 

Videotron BB 5 % / 2022 March 14th, 2012 - 3 

Range Resources BB 5 % / 2022 March 9th, 2012 - 2.25 

Wynn Las Vegas BBB - 5.375% / 2022 March 12th, 2012 - 3 

 

Using the Bombardier bond as an example, it would take an investor 8.5 months to earn back the 4 point price 

drop that happened in the first month.  To pour some gasoline on this fire, if 10 year Treasuries went from a 

yield of 2 percent to 3 percent these “Bomber” bonds would drop a further 7 points.   
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While bonds in the above table are of decent credit quality (at least according to the rating agencies), the price 

investors recently paid does not, in our opinion, represent good quality.  As Warren Buffet stated in Berkshire 

Hathaway’s 2008 annual report “Price is what you pay, value is what you get”.  Unfortunately right now the 

value you are getting for buying new corporate bond issues is not very good. 

We prefer to find value in the secondary market by focusing on shorter duration bonds and those that we 

believe possess a catalyst to being taken out before maturity by way of a call, tender, restructuring, or merger 

event. 

 

Best Regards, 

 

Matt Shandro 
President, Fulcra Asset Management Inc. 
 

 

                                                                                                                                                        


